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Talent management has become a new innovation of human resource practices. The importance of talent 
management practices to enhance business performance is realized recently. It has mostly been 
implemented in every conventional financial institutions in Malaysia. However, in Islamic financial 
institutions, the practice of talent management is considered rare. This research serves as a preliminary 
approach to clarify the needs for effective talent management practices among the Islamic financial 
institutions in Malaysia basically for 21 Islamic banks and 12 Takaful operators. Literatures finding show 
that, in order to integrate the quality of performance and to increase higher rate of profit, the Islamic 
financial institutions should be well prepared by having high performing talents. The implementation of 
talent management strategy among the Islamic financial institutions must commensurate with the burst 
of renowned Islamic financial products in the market. The effectiveness of talent management practices 
which consider of having the right human capital within the right time and workplace may ensure the 
sustainability of the Islamic financial institutions in the industry.  
 






The contributions of highly performing talents should hardly be ignored in every organization throughout 
the world. Aston and Morton (2005) strongly declare that organizations’ main priority is their human 
297 
4TH INTERNATIONAL CONFERENCE ON BUSINESS AND ECONOMIC 
RESEARCH (4TH ICBER 2013) PROCEEDING 
04 - 05 MARCH 2013. GOLDEN FLOWER HOTEL, BANDUNG, INDONESIA 




resource, and organizations that do recognize human capital as their most assets will have the 
competitive edge in the market. In this millennium era, Malaysian Islamic financial institutions continue 
to grow rapidly especially when they are supported by continuous product innovation, diversification of 
financial institutions from around the world, various innovative Islamic investment instruments, 
comprehensive financial infrastructure and adopting rules and laws global best practices (Bank Negara 
Malaysia, 2012).  Lately, having the relevant people in the right positions as to ensure the successful of 
business, can be clearly seen in the conventional financial institutions. Accordingly, the Islamic financial 
institutions should also learn how to appreciate the importance of human capital in order to become 
competitive in the rapid development of todays’ financial market (McCauley and Wakefield, 2006; 
Ingham, Penna and Strategic Dynamics, 2006). The performance of each institution basically relies  on 
their employee competitiveness and productivity. In this instance, the practice of talent management 
will employ attracting, developing and engaging employees who have the skills and knowledge (Horwitz, 
Heng, and Quazi, 2003) and this effort may place Malaysia to emphasise a strong human capital 
development particularly for the the Islamic-based institutions.  Eventually, the value of high performing 
talents may  enhance the achievement of Malaysian Islamic financial industry as it has become a role 
model of Islamic finance to other country currently.   
Accordingly, this research prompt to acknowledge the need for effective talent management practices 
for the Islamic financial institutions in Malaysia. It is structured as follow; After the introduction, 
background about the Malaysian Islamic financial institutions is reviewed and it followed by some 
definition and stages of talent management. This research further clarifies the importance of effective 
talent management practices for the Islamic financial institutions and provides some conclusions on this 
subject.  
2. Islamic Financial Institutions In Malaysia 
Islamic finance has developed significantly since the 1970’s. There are over 300 Islamic financial 
institutions worldwide across 75 countries. Currently, the Islamic finance industry covers banking, Takaful, 
stock broking, micro finance, money and capital markets, real estate investment, and pawn broking (Ar-
Rahnu) institutions. In Malaysia, the Islamic finance industry has been operating for over 30 years.  It 
starts with the introduction of the dual banking system and parallel with the enactment of the Islamic 
Banking Act 1983 and the Takaful act 1984.  As a consequence, the first Islamic Bank in Malaysia has 
been established in the same year known as Bank Islam Malaysia Berhad and the first Takaful company 
was established in 1984 known as Syarikat Takaful Malaysia Berhad.  
Currently, Malaysia’s Islamic banking assets has reached RM1,887,884.5 billion compared to the previous 
ten year (2000) which was only RM735,189.6 billion  (Bank Negara Malaysia, 2012). Today, the Islamic 
financial industry continues to cultivate given to a various support both locally and internationally. At 
present, Malaysia has a considerable number of full-fledged Islamic banks including several foreign 
owned entities; conventional institutions who have established Islamic subsidiaries and also entities who 
are conducting foreign currency business. This indicates that the Malaysian Islamic financial industry has 
been recognized worldwide and the Malaysian mission to become an Islamic financial hub globally is 
realised. 
This market of Islamic finance can also reviewed in the context of insurance. As an Islamic alternative to 
conventional insurance, Takaful appear with a mutual assistance concept and follow all the Islamic rules 
in the operation. The key element introduced in Takaful compared to the conventional insurance is the 
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element of donation or contribution called Tabarru’. It means that all participants in the scheme will 
donate a certain amount of money into Tabarru’ account and managed by the Takaful company. This 
fund will be used to help any of the participants those who face any losses in the future.   
The achievement of the Takaful industry since the inception in 1984 is realised. It regards to the increase 
in the number of Takaful operator recently. As in 2012, the number has reached 12 Takaful companies 
which consisted of local and foreign Takaful operators Globally, the Takaful industry has been growing 
rapidly capturing to both Muslims and non-Muslims countries. The industry is expected to grow by 15-
20% annually, with contributions expected to reach USD7.4 billion by 2015. There are more than 110 
Takaful operators worldwide currently. World Takaful Report 2012 prepared by Ernst & Young has 
regarded that, each Malaysian Takaful operator has approximately 24% or US$141 million rate of 
growth in the year 2011. Besides that, the average return on investment for Malaysian Takaful industry 
has increased 6% from 2010 to 2011.  
Despite the above achievement, there are many issues surrounded its development. Among the serious 
issues facing by the industry currently is shortage of human capital that is capable in the Islamic finance 
area. This issue has become among the biggest challenges for the industry in order to prepare human 
capital that is talented with the Islamic norms (Mohd Pisal, 2012). The starting point might be from the 
educational aspect whereby knowledge about Islamic finance should be introduced in the student’s 
curricular effectively. Besides that, the teaching of Islamic finance in the education sector must parallel 
with the industry needs. This effort eventually may generate the Islamic finance talent in the future and 
assist the Islamic financial industry to maintain its development with a high quality of Islamic talent. 
 
Table 1: List of Islamic Financial Institutions in Malaysia 
Islamic Banks  Takaful Operators 
1. Affin Islamic Bank Berhad 
2. Al Rajhi Banking & Investment 
Corporation (Malaysia) Berhad 
3. Alliance Islamic Bank Berhad 
4. AmIslamic Bank Berhad 
5. Asian Finance Bank Berhad 
6. Bank Islam Malaysia Berhad 
7. Bank Muamalat Malaysia Berhad 
8. CIMB Islamic Bank Berhad 
9. HSBC Amanah Malaysia Berhad 
10. Hong Leong Islamic Bank Berhad 
11. Kuwait Finance House (Malaysia) 
Berhad 
12. Maybank Islamic Berhad 
13. OCBC Al-Amin Bank Berhad 
14. Public Islamic Bank Berhad 
15. RHB Islamic Bank Berhad 
16. Standard Chartered Saadiq Berhad 
17. Al Rajhi Banking & Investment 
 1. AIA AFG Takaful Bhd.  
2. Am Family Takaful Berhad 
3. CIMB Aviva Takaful Berhad  
4. Etiqa Takaful Berhad  
5. Great Eastern Takaful Sdn Bhd 
6. HSBC Amanah Takaful (Malaysia) 
Sdn Bhd  
7. Hong Leong MSIG Takaful 
Berhad  
8. ING PUBLIC Takaful Ehsan 
Berhad  
9. MAA Takaful Berhad  
10. Prudential BSN Takaful Berhad 
11. Syarikat Takaful Malaysia Berhad 
12. Takaful Ikhlas Sdn. Bhd.  
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18. Alkhair International Islamic Bank 
Bhd 
19. Deutsche Bank Aktiengesellschaft 
20. Elaf Bank B.S.C. (c) 
21. PT. Bank Syariah Muamalat 
Indonesia, Tbk 
Source: Bank Negara Malaysia (2012) 
3. Talent Management 
What is talent? In this research, the meaning of talent is referred to a person’s value or innate abilities 
(Michaels, Hardfield-Jones and Axelrod, 2001) who works in an organization. The high performing talents 
at Islamic financial institutions are purposely targeted as the most important resources in the Malaysian 
financial industry. Talent is seen as a scarce resource (Silzer and Dowell, 2010) in most organizations 
which the same goes to Islamic financial institutions in Malaysia (Bank Negara Malaysia, 2012). Barney 
(1991) suggests that, a company will gain competitive advantage when they develop “resources that are 
valuable, rare and hard to imitate” and some talents is not easily replaceable. This is consistent with 
Collins’ (2001) idea that; having the right people first before having the right strategies and it is 
undeniable for the Malaysian Islamic financial industry.  
There is no single definition of talent management (Aston & Morton, 2005; Lewis & Heckman, 2006). 
Byham (2001), Heinen and O’Neill (2004), Hilton (2000), Mercer (2005) and Olsen (2000) define talent 
management as a collection of typical human resource department practices, functions, and activities 
such as recruitment, selection, development and succession management. The talent management 
process provides benefits to employees, managers and the organizations (Michaels, Hardfield-Jones and 
Axelrod, 2001 and Silzer and Dowell, 2010). Silzer and Dowell (2010) also suggested the talent 
management process through reactive, pragmatic, comprehensive, aligned and strategic stage. This 
model is highlighted in Table 2 as it is also interrelated to the discussions by Gubman and Green (2007), 
Lewis and Hackman (2006) and Bourdeou and Ramstad’s (2005) that should consider integrating talent 
management with strategy. 
The growing demand for talent throughout the world and the shortage of talent has made talent 
management a major strategic challenge in organizations (Silzer and Dowell, 2010). The organizations 
must know how to attract, develop and retain their talent through the effectiveness of talent 
management practices (Michaels, Hardfield-Jones and Axelrod, 2001; Ashton and Morton, 2005; Silzer 
and Dowell, 2010). Michaels, Hardfield-Jones and Axelrod (2001, p. 2) notes that far into the future, the 
ability of a company to attract, develop and retain talents will be a major competitive advantage. Driven 
by this shift, the Malaysian finance industry is seeing more companies implement integrated talent 
management processes.  
 
Table 2: Five Stages of Talent Management 
 Stages        Talent Management Approach 
1 Reactive • By focusing on short-term deal with issues of immediate 
talent 
• To build sustainable programs and processes or to direct 
300 
4TH INTERNATIONAL CONFERENCE ON BUSINESS AND ECONOMIC 
RESEARCH (4TH ICBER 2013) PROCEEDING 
04 - 05 MARCH 2013. GOLDEN FLOWER HOTEL, BANDUNG, INDONESIA 




attention to long-term needs 
• To meet the immediate needs - usually quick to adopt the 
popular, which can be found inside and outside the shelf 
program  
2 Programmatic • Enables the execution and delivery of reliable by including a 
specific process that 
• Designed to be repetitive and consistent throughout the 
implementation of various 
3 Comprehensive • Carefully done to fulfil the objectives of certain programs 
• Focus on specific objectives and aspects of the talent needs 
• Have developed a complete process 
4 Aligned • Are aligned with the efforts of the system and other process 
and the objectives of the talent  
• Can be linked together using the same language model and 
talent 
• Coordinate and linked with human resources systems and 
other process 
5 Strategic • Are the synergies and fully integrated human resource system 
and other processes 
• To pursue shared goals and driven by business strategy and 
talent strategy through  cooperation 
• Deliver strategic capabilities and competencies required and 
will be managed as a core business practices within the 
organization  
• Will ingrained in the organization as part of its talent mind 
Source: American Productivity and Quality Centre (2004) and Gubman & Green (2007) in Silzer 
and Dowell (2010) 
 
Overall, talent management would have a greater benefit to any organization once it is executed 
effectively. In an effort to develop a strategic capacity, the employer particularly those Islamic banks and 
Takaful operators in Malaysia  must ensure that by explaining the need for their talent management 
program, including criteria for success that will be used to measure the contribution of their program 
(Ingham, Penna and Strategic Dynamics, 2006). The key principles of adaptability and reciprocity are 
essential in the preparation of a talent management strategy to enable close cultural fit with the 
organization (Clake and Winkler, 2006). In order to enhance the excellent productivity and 
competitiveness of their talent and also let their human capital stay longer in the organization, the 
Islamic financial institutions in Malaysia must first  implement an effective talent management practices. 
 
4. The Importance Of Effective Talent Management In Islamic Financial Institutions 
Presently, an effective talent management practices at the Malaysian Islamic financial institutions is 
critical. The competence human capital are needed to manage the financial institutions to achieve high 
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performance (Buckingham and Vosburgh, 2001). The need for human capital that is capable both with 
the Islamic and conventional background is further significant for this industry as it dealing with the 
Muslims and non-Muslims customers. Having the right talent will strengthen the Islamic financial 
institutions  to be a leader in the financial industry. 
According to Cunningham (2007), there are two strategic alternatives when considering talent 
management which are aligning people with roles and aligning roles with people. In this case, the 
former indicates that there are agreed roles in an organization and the aim is to coordinate people 
with their roles. The past literatures have mentioned that there are four factors involve in this 
alternative which including selection, recruitment, placement and promotion; learning and 
development; succession planning and career guidance. Meanwhile, the later strategic alternative 
of talent management is based on considering  people as fixed and adjusting factors to the 
organization (Cunningham, 2007).   
 
In the case of Islamic financial institutions, getting the appropriate talent to match the industry 
specificities is of vital currently (Mohd Pisal, 2012]. Most of the fields in Islamic finance similar with the 
conventional such as credit evaluation, accounting and auditing, risk management, and others. There is 
a particular requirement on the Islamic finance to ensure the competency of it human capital, for 
example, the skill to recognise the Shariah issues of the Islamic financial product and knowledgeable 
about the Islamic reqirements in the structuring of Islamic financial products. In this context, only those 
who have Shariah background and ample experience in the industry, talented to sense the discrepancy 
of the Islamic products from the Shariah requirements.  
In Stuart-Kotze and Dunn (2008), they agree that talent is not only about who has the power of the mind, 
knowledge, experience, skills or mental and physical characteristics. The authors have confirmed that 
talent is about to do something different or a higher order of difficulty and complexity in the future. One 
of the special characteristics of human beings is their ability to adjust to changing circumstances. By just 
looking at what people can do currently and projecting that on what they can supposedly do in the 
future, organizations fail to capitalize on the huge reservoir of potential that exist in everyone. That is 
human capital in the Islamic financial industry must be managed exhaustedly and effectively to be 
efficient as the industry now is achieveing the hot stage and need to sustain in the future decade.  
Given the fast growing industry than the conventional finance, competition between and among the 
financial industry is very stiff. Moreover, it is observed that, demand for and supply of Islamic finance 
talent is inequality (Mohd Pisal, 2012). This issue is traced from the bottom perspective which is the 
educational sector. The amount of university that offered Islamic finance subject are very small 
currently.. This has resulted to a limited number of competent people offered to the Islamic finance 
industry. Apparently, there is an Islamic finance competency model developed by Natt, Alhabshi, and 
Zainal (2009). Their model suggested that the industry and academia should mixed together and it is 
viewed holistically. It is basically stressed on two types of knowledge; acquired (knowledge on finance, 
economic, or any knowledge that is require for the industry or known as fardh kifayah) and revealed 
knowledge (knowledge acquire by the religion such as tauhid, akhlakh, and known as fard ain). The 
Islamic financial industry would further enhance its human capital competency once they can manage 
their talent based on these knowledge criterias.  
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Hence, if the Islamic financial institutions do nothing for their talents’, they are basically waiting for their 
talents to shift out. If the Islamic banks and Takaful operators in Malaysia are going to win the battle for 
talent and, in particular, to keep  searching, nurturing and developing extraordinary people, they must 
develop a capacity to develop new approaches to talent management (Powell and Lubitsh, 2007) and 
they must make sure the implementation of the program is effective enough (Michaels, Hardfield-Jones 
and Axelrod, 2001; Ashton and Morton, 2005; Silzer and Dowell, 2010).  
Talent management  needs  to  be  seen  as important elements for  achieving  the  organization‘s  goals.  
Accordingly, Erickson and Gratton (p. 1: 2007) have mentioned that,  “companies  with  highly  engaged  
employees  articulate  their  values  and  attributes  through  - signature  experiences;  visible,  
distinctive  elements  of  the  work  environment that send powerful messages about the organization‘s 
aspirations and about  the  skills,  stamina,  and  commitment  employees  will  need  in  order  to  
succeed  in  these organizations”. Meanwhile, Boudreau and Ramstad (2005) have stated that the metric 
with influence in business are the ones that apply to decisions wherever they are made, not only to the 
function where they are developed. As consequent, the Islamic financial institutions need to implement 
effective talent management strategy because despite the economic downturn, those institutions still 
need to hire, promote and reward high performers. Talent management is not just about putting the 
right people in the right place at the right time but encompasses any effort designed to ensure 
continued effective performance of an organization with a focus on application development, 
succession and strategic key people from time to time (Rothwell, 2001). 
 
5 Limitation and Direction for Future Research 
Some limitation was emerged in the current research. First, this research only provides a literature 
review and discussion on the importance of effective talent management practice for the Malaysian 
financial Islamic institutions. Thus, no empirical findings offered by this research. However, it is consider 
as an initial contribution on the subject of talent management which is reviewed from the perspective of 
Islamic finance. After all, some suggestions on future research are basically to involve interview with top 
management of Islamic financial institutions concerning the implementation of talent management in 
their organization and finding the challenges that might appear once the talent management is 





A strong emphasis on effective talent management should produce enough supply of quality talent and 
future leaders in the industry. Therefore, what really matters for the Islamic financial institutions to be 
competitive is developing its human capital and preparing them to face any circumtances. Human 
capital are become expensive, and they can be a critical power resources to ensure the sustainable of 
the industry in the future. Previous studies have shown that leading organizations with talent 
management practices have significantly surpassed other organizations across the four key financial 
metrics: return on assets, return on equity, net profit margin, taxes, depreciation and amortization.  
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Most businesses today walking around with their pants on fire. Either they are not gifted to manage 
their time and their energy or never learn to manage their time and energy. The worst is when they find 
themselves reacting to things that happen day-to-day rather than proactively managing their activities. 
It is hope that the effectiveness of talent management practices can benefit the Islamic financial 
institutions by increase their productivity, improve workforce retention, and finally result to an effective 
strategic planning of the institutions. Even though the industry still not implement their talent 
management, it is strongly encourage that effective talent management practices might to bring to a 
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